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Message Text 
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PAGE 01 MUSCAT 00123 230659Z 
ACTION EB-08 

INFO OCT-01 AF-08 ARA-06 EUR- 12 EA-07 NEA-10 ISO-OO FEA-01 
ERDA-05 AID-05 CEA-01 CIAE-00 CIEP-01 COME-OO DODE-OO 
FPC-01 H-01 INR-07 INT-05 L-03 NSAE-00 NSC-05 OMB-01 
PM-04 USIA-06 OES-06 SP-02 SS-15 STR-04 TRSE-00 
ACDA-07 IO-13 PA-01 PRS-01 /147 W 

230704Z 015059/12 

R 230540Z JAN 77 
FM AMEMBASSY MUSCAT 
TO SECSTATE WASHDC 2868 
INFO AMEMBASSY ABU DHABI 
AMEMBASSY ALGIERS 
AMEMBASSY CARACAS 
AMCONSUL DHAHRAN 
AMEMBASSY DOHA 
AMEMBASSY JAKARTA 
AMEMBASSY JIDDA 
AMEMBASSY KUWAIT 
AMEMBASSY LAGOS 
AMEMBASSY LIBREVILLE 
AMEMBASSY LONDON 
AMEMBASSY MANAMA 
AMEMBASSY TEHRAN 
AMEMBASSY TRIPOLI 

CONFIDENTIAL MUSCAT 0123 

E.O. 11652: GDS 
TAGS: ENRGMU 

SUBJECT: OMAN GOVERNMENT SETS NEW OIL PRICE 

REF: 76 MUSCAT 1593 

1 . AFTER DISCUSSIONS WITH SHELL AND OTHER PRIVATE SHAREHOLDERS OF 
PD(O), THE OMANGOV HAS DECIDED TO SET OIL PRICES AT A NEW BUY- 
BACK PRICE OF $12.72 PER BARREL OF 34 DEGREE API OIL. THIS RE- 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 MUSCAT 00123 230659Z 

PRESENTS A 71/2 PERCENT RAISE OVER THE ACTUAL MARKET PRICE OF 
$1 1.85 EXISTING AT THE END OF 1976, AND A 9 PERCENT INCREASE 
OVER THE OFFICIAL BUY-BACK PRICE OF $1 1.67 PER BARREL. THE NEW 
PRICE WILL BE RETROACTIVE TO 1 JANUARY 1977. FOR UNKNOWN REASONS, 
THE GOVERNMENT PLANS TO ANNOUNCE PUBLICLY A NEW OIL PRICE WHICH 
IS TWO CENTS HIGHER THAN THE REAL FIGURE. 
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2. COMMENT: THE NEW PRICE REPRESENTS A COMPROMISE BETWEEN 
OMAN'S DESIRE TO EARN THE MAXIMUM REVENUES FROM ITS DWINDLING 
OIL PRODUCTION AND THE NECESSITY TO KEEP IN STEP WITH OMAN'S 
PRINCIPAL FINANCIAL ANGELS, SAUDI ARABIA AND THE UAE. 

PETROLEUM MINISTRY SOURCES DO NOT BELIEVE THAT THE OMANIS WILL 
ATTEMPT A FURTHER PRICE RISE THIS SUMMER, AND THEY FEEL THAT 
WORLD MARKET TRENDS WILL HENCEFORTH DETERMINE THE PRICE OF 
OMANI CRUDE. THE OMANIS ARE NOT DISTURBED BY THIS SINCE THE 
$.18 PER BARREL DIFFERENTIAL BETWEEN THE BUY-BACK AND MARKET 
PRICES AS OF LAST DECEMBER INDICATES THAT OMANI CRUDE CONTINUES 
TO COMMAND A SUBSTANTIAL PREMIUM. 

SIZER 
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